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§253.27

(c) Promising that the identified as-
sets will not be sold, subjected to a se-
curity interest, or otherwise encum-
bered throughout the specified fiscal
year; and

(d) Specifying:

(1) The State or the country of incor-
poration;

(2) The total amount of the stock-
holders’/owners’ equity listed on the
balance sheet;

(3) The identification and location of
the reserved U.S. assets; and

(4) The value of the reserved U.S. as-
sets less accumulated depreciation and
amortization, using the same valuation
method used in your audited annual fi-
nancial statement and expressed in
U.S. dollars. The net value of the re-
served assets must be at least two
times the self-insurance amount re-
quested for demonstration.

§253.27 When I submit audited annual
financial statements to verify my
unencumbered assets, what stand-
ards must they meet?

Any audited annual financial state-
ments that you submit must:

(a) Meet the standards in §253.24; and

(b) Include a certification by the
independent accountant who audited
the financial statements that states:

(1) The value of the unencumbered
assets is reasonable and uses the same
valuation method used in your audited
annual financial statements;

(2) Any existing encumbrances are
noted;

(3) The assets are long-term assets
held for use; and

(4) The valuation method used in the
audited annual financial statements is
for long-term assets held for use.

§253.28 What financial test procedures
must I use to evaluate the amount
of self-insurance allowed as OSFR
evidence based on unencumbered
assets?

(a) Divide the total amount of the
stockholders’/owners’ equity listed on
the balance sheet by 4.

(b) Divide the value of the
unencumbered U.S. assets by 2.

(c) The smaller number calculated
under paragraphs (a) or (b) of this sec-
tion is the maximum allowable amount
you may use to demonstrate OSFR
under this method.
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§253.29 How can I use insurance as
OSFR evidence?

(a) If you use insurance to satisfy all
or part of your obligation to dem-
onstrate OSFR, you may use only in-
surance certificates issued by insurers
that have achieved a ‘‘Secure’ rating
for claims paying ability in their latest
review by A.M. Best’s Insurance Re-
ports, Standard & Poor’s Insurance
Rating Services, or other equivalent
rating made by a rating service accept-
able to MMS.

(b) You must submit information
about your insurers to MMS on a com-
pleted and unaltered Form MMS-1019.
The information you submit must:

(1) Include all the information re-
quired by §253.41 and

(2) Be executed on one original insur-
ance certificate (i.e., Form MMS-1019)
for each OSFR layer (see paragraph (c)
of this section ), showing all partici-
pating insurers and their proportion
(quota share) of this risk. The certifi-
cate must bear the original signatures
of each insurer’s underwriter or of
their lead underwriters, underwriting
managers, or delegated brokers, de-
pending on who is authorized to bind
the underwriter.

(3) For each insurance company on
the insurance certificate, indicate the
insurer’s claims-paying-ability rating
and the rating service that issued the
rating.

(c) The insurance evidence you pro-
vide to MMS as OSFR evidence may be
divided into layers, subject to the fol-
lowing restrictions:

(1) The total amount of OSFR evi-
dence must equal the total amount you
must demonstrate under §253.13;

(2) No more than one insurance cer-
tificate may be used to cover each
OSFR layer specified in §253.13(b) (i.e.,
four layers for an OCS COF, and five
layers for a non-OCS COF);

(3) You may use one insurance cer-
tificate to cover any number of con-
secutive OSFR layers;

(4) Each insurer’s participation in the
covered insurance risk must be on a
proportional (quota share) basis, must
be expressed as a percentage of a whole
layer, and the certificate must not con-
tain intermediate, horizontal layers;
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(5) You may use an insurance deduct-
ible. If you use more than one insur-
ance certificate, the deductible amount
must apply only to the certificate that
covers the base OSFR amount layer.
To satisfy an insurance deductible, you
may use only those methods that are
acceptable as evidence of OSFR under
this part; and

(6) You must identify a U.S. agent for
service of process on each insurance
certificate you submit to MMS. The
agent may be different for each insur-
ance certificate.

(d) You may submit to MMS a tem-
porary insurance confirmation (fax
binder) for each insurance certificate
you use as OSFR evidence. Submit
your fax binder on Form MMS-1019,
and each form must include the signa-
ture of an underwriter for at least one
of the participating insurers. MMS will
accept your fax binder as OSFR evi-
dence during a period that ends 90 days
after the date that you need the insur-
ance to demonstrate OSFR.

§253.30 How can I use an indemnity as
OSFR evidence?

(a) You may use only one indemnity
issued by only one indemnitor to sat-
isfy all or part of your obligation to
demonstrate OSFR.

(b) Your indemnitor must be your
corporate parent or affiliate.

(c) Your indemnitor must complete a
Form MMS-1018 and provide an indem-
nity that:

(1) Includes all the information re-
quired by §253.41; and

(2) Does not exceed the amounts cal-
culated wusing the net worth or
unencumbered assets tests specified
under §§253.21 through 253.28.

(d) You must submit your application
to renew OSFR using an indemnity by
the first calendar day of the 5th month
after the close of your indemnitor’s fis-
cal year. You may submit to MMS your
initial application to demonstrate
OSFR using an indemnity at any time.

(e) Your indemnitor must identify a
U.S. agent for service of process.

§253.31 How can I use a surety bond
as OSFR evidence?

(a) Each bonding company that
issues a surety bond that you submit to
MMS as OSFR evidence must:

§253.40

(1) Be licensed to do business in the
State in which the surety bond is exe-
cuted;

(2) Be certified by the U.S. Treasury
Department as an acceptable surety for
Federal obligations and listed in the
current Treasury Circular No. 570;

(3) Provide the surety bond on Form
MMS-1020; and

(4) Be in compliance with applicable
statutes regulating surety company
participation in insurance-type risks.

(b) A surety bond that you submit as
OSFR evidence must include all the in-
formation required by §253.41.

§253.32 Are there alternative methods
to demonstrate OSFR?

The Director may accept other meth-
ods to demonstrate OSFR that provide
equivalent assurance of timely satis-
faction of claims. This may include
pooling, letters of credit, pledges of
treasury notes, or other comparable
methods. Submit your proposal, to-
gether with all the supporting docu-
ments, to the Director at the address
listed in §253.45. The Director’s deci-
sion whether to approve your alter-
native method to evidence OSFR is by
this rule committed to the Director’s
sole discretion and is not subject to ad-
ministrative appeal under 30 CFR part
290 or 43 CFR part 4.

Subpart D—Requirements for
Submitting OSFR Information

§253.40 What OSFR evidence must I
submit to MMS?

(a) You must submit to MMS:

(1) A single demonstration of OSFR
that covers all the COFs for which you
are the designated applicant;

(2) A completed and unaltered Form
MMS-1016;

(3) MMS forms that identify your
COFs (Form MMS-1021, Form MMS-
1022), and the methods you will use to
demonstrate OSFR (Form MMS-1018,
Form MMS-1019, Form MMS-1020).
Forms are available from the address
listed in §253.45;

(4) Any insurance certificates, indem-
nities, and surety bonds used as OSFR
evidence for the COFs for which you
are the designated applicant;

(5) A completed Form MMS-1017 for
each responsible party, unless you are
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